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BRIEF REPORT

Point of purchase cigarette promotions before and after the
Master Settlement Agreement: exploring retail scanner data
B R Loomis, M C Farrelly, J M Nonnemaker, N H Mann

Background: Evidence indicates that point of purchase (POP)
advertising and promotions for cigarettes have increased
since the Master Seftlement Agreement (MSA). Retail
promotions have the potential to offset the effects of cigarette
tax and price increases and tobacco control programmes.
Objective: To describe the trend in the proportion of cigarette
sales that occur as part of a POP promotion before and after
the MSA.

Design: Scanner data were analysed on cigarette sales from
a national sample of grocery stores, reported quarterly from
1994 through 2003. The proportion of total cigarette sales
that occurred under any of three different types of POP
promotions is presented.

Results: The proportion of cigarettes sold under a POP
promotion increased notably over the sample period. Large
increases in promoted sales are observed following imple-
mentation of the MSA and during periods of sustained
cigarette excise tax increases.

Conclusions: The observed pattern of promoted cigarette
sales is suggestive of a positive relationship between retail
cigarette promotions, the MSA, and state cigarette tax
increases. More research is needed fo describe fully the
relationship between cigarette promotions and tobacco
control policy.

tional expenditures has been devoted to the retail

channel since 1988, making it the dominant medium
for marketing cigarettes in the USA. In 2002, the four largest
expenditure categories for cigarette advertising and promo-
tion were again focused on the retail environment. They are
price discounts ($7.9 billion, 63.2% of total); promotional
allowances to retailers to facilitate product placement ($1.3
billion, 10.7% of total); retail value added programmes with
bonus cigarettes, such as buy-one-get-one-free (BOGO)
offers ($1.06 billion, 8.5% of total); and coupons ($522
million, 4.2% of total).!

The 1998 Master Settlement Agreement (MSA) may have
increased the importance of the retail channel by banning
the use of billboards, transit advertising, and cartoon
characters and by placing limits on event sponsorships.’
Since the MSA, increases in interior and exterior tobacco
advertising’ * and higher prevalence of point of purchase
(POP) promotions have been reported.’ Participation in
cigarette company incentive programmes is associated with
increased levels of cigarette advertising and lower average
prices for at least some brands of cigarettes.” ® In addition,
evidence suggests that cigarette manufacturers may use POP
promotions as a means to attenuate the effects of compre-
hensive tobacco control programmes and cigarette price
increases.”"”

ﬁ majority of cigarette company advertising and promo-
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Several studies describe the quantity and type of cigarette
advertising in retail stores,>*''¢ but to date nothing has
been reported in the public health literature about the
volume of cigarette sales occurring under a POP promotion or
the change in promoted cigarette sales over time. In this brief
report, we describe the trend in the proportion of cigarettes
sold under a POP promotion using sales data collected in a
nationwide sample of grocery stores in the USA from 1994
through 2003. We describe changes in promoted sales before
and after the MSA and during periods of sustained cigarette
tax increases.

METHODS

Cigarette sales are derived from scanner data licensed from
ACNielsen."” The data are collected in a national sample of
grocery stores with at least $2 million in annual sales (about
$5500 per day) and are reported quarterly from 1994 through
2003. The data report total cigarette sales, in packs, as well as
sales for three kinds of POP promotions: (1) bonus cigarettes
(for example, buy one pack, get one pack free); (2) bonus
merchandise (for example, buy two packs, get a free lighter);
and (3) price discounts (for example, price reduced by 25¢
per pack). We summed the pack sales occurring under any of
the three promotions and divided by total pack sales to obtain
the proportion of cigarette sales occurring under a POP
promotion in each calendar quarter.

Between 1994 and 2002, grocery stores accounted for only
12.4% of cigarette sales volume, on average, compared with
75% for convenience stores and convenience/gas combina-
tions."® Approximately 45% of cigarettes sold in grocery stores
are sold by the carton; less than 1% of convenience store sales
are cartons. Because of these differences, we compared
promoted sales in grocery stores to promoted sales in
convenience stores (data from ACNielsen). Scanner data
from convenience stores are expensive and difficult to obtain,
limiting the comparison sample to five selected market areas
(Detroit; Miami; Phoenix; Portland, Oregon; and Raleigh/
Durham, North Carolina) in five quarters (1998—Q4 to
1999—Q4). In these markets, promoted sales in grocery stores
averaged 1.7% of total sales (range 0.9% to 2.8%), compared
with 2.1% (range 1.2% to 3.0%) in convenience stores
(p < 0.001). Promoted sales in grocery stores were lower in
four out of five quarters, averaging 0.3 percentage points less
than promoted sales in convenience stores (range —1.1% to
0.4%). The correlation between promoted sales in conve-
nience stores and grocery stores was p = 0.69 (p < 0.001),
indicating a fairly strong linear relationship. Nonetheless, the
proportion of promoted sales in grocery stores likely under-
estimates the true level of promoted sales in the overall
cigarette market.

Abbreviations: BOGO, buy-one-get-one-free; MSA, Master Seftlement
Agreement; POP, point of purchase



Cigarette promotions

Data on cigarette excise tax changes are from The tax burden
on tobacco.” Tax changes are coded in the calendar quarter in
which they actually occur.

RESULTS

Figure 1 shows the share of promoted cigarette sales in grocery
stores and the number of state cigarette tax increases in each
calendar quarter from 1994 through 2003. The figure shows
that promoted sales first peaked in the fourth quarter of 1998
at 2.4% of total sales, coinciding with the signing of the MSA.
From that time, promoted sales are fairly stable at a quarterly
average of 2.3% until spiking again to 4.7% in the third quarter
of 2001. Between the third quarter of 2001 and the end of
2003, promoted cigarette sales averaged 3.7% of total sales,
with a maximum of 7.3% in the second quarter of 2002.

The figure also shows that the period of high promotional
sales beginning in 2001 overlaps with a period of sustained
increases in state cigarette taxes. There were 36 cigarette tax
increases from 2001 through 2003, more than occurred from
1994 through 2000 combined." Twelve states increased their
cigarette tax in the third quarter of 2002 alone, one quarter
after the observed peak in promoted cigarette sales.

In 2002, the year with the highest level of promotional
sales, 1.9 billion packs of cigarettes were sold in grocery
stores in the USA. Of these, 91.4 million packs (4.81%) were
sold under a POP promotion. Applying this percentage to
total cigarette consumption of 20.75 billion packs' gives 997.6
million packs sold under a POP promotion, or 3.46 packs per
person. At 2002 retail prices, the value of cigarettes given
away in grocery stores under BOGO-type promotions was
$126.2 million. If the proportion of cigarettes given away
under a BOGO promotion is the same across all outlets as in
grocery stores, then the retail value of all cigarettes given
away as part of a BOGO was approximately $1.4 billion in
2002. This is reasonably close to the $1.06 billion the industry
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reported spending on ‘“retail value added—bonus cigarettes”
promotions in 2002.'

DISCUSSION

The data show that the level and variability of promoted
cigarette sales in grocery stores have increased notably from
1994 to 2003. The increase in promotional sales in 1998 and
1999 is suggestive of an association with the MSA and is
consistent with evidence showing increases in retail advertising
after the MSA.” * Our data also show an increase in promoted
sales during a period of increases in state cigarette taxes.

Since the MSA, several states have launched comprehen-
sive tobacco control programmes. Nationally, annual spend-
ing for tobacco control programmes increased from
approximately $1.24 per person to $2.72 per person, an
increase of 119%, from 1998 to 2002. Increases in cigarette
promotions during periods of strengthening tobacco control
programmes are consistent with previous results that
cigarette POP promotions are more likely in states with
comprehensive tobacco control programmes.”” There is
ample evidence of industry opposition to tobacco control
programmes and policies,'” **** and the industry exerts
considerable political influence.” Given its past behaviour,
an effort by the tobacco industry to blunt the effect of the
MSA and other tobacco control policies with retail promo-
tions cannot be discounted.

The competitive nature of the cigarette industry is also a
determinant of advertising and promotional expenditures.
Concentrated industries such as the tobacco industry tend to
compete based on advertising rather than on price.” Therefore,
as cigarette sales continue to fall, all firms in the industry may
react with increased advertising. Between 1996 and 2002,
cigarette sales fell by 22.2% and total advertising expenditures
rose by 144%." In addition, since the MSA, the retail channel is
one of the few remaining options for tobacco advertising, and
so it attracts a growing share of all advertising resources.””
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What this paper adds

Increases in the number of internal and external cigarette
advertisements in retail stores since the Master Settflement
Agreement (MSA) have been documented. Researchers have
also noted that the prevalence of certain retail promotions
are higher in states with comprehensive tobacco control
programmes. Retail promotions may offset the effects of
cigarette tax and price increases and tobacco control
programmes.

This brief report describes the proportion of cigarette sales
that occur under a point of purchase promotion in grocery
stores in the USA between 1994 and 2003. Our results show
that the share of promoted cigarette sales increased
substantially over the study period and suggest that some
of the increase may be in response to the MSA and rapidly
increasing state cigarette excise taxes.

Regardless of the underlying reasons for the observed
pattern of promoted cigarette sales, increasing POP cigarette
promotions are a concern for the public health community.
Evidence suggests that retail marketing for the most popular
youth brands (Marlboro, Camel, and Newport) may be more
prevalent in stores frequented by youth.” Frequent exposure
by youth to retail tobacco advertising has been associated
with higher prevalence rates of youth lifetime smoking."
Cigarette advertising in general may increase total cigarette
sales,” and increased advertising expenditures since the MSA
have been successful in partially offsetting the effects of
higher prices resulting from the settlement.”®

This study has several limitations. Because our data are
from grocery stores only, we likely underestimate the true
level of promotional sales across all retail outlets, as the above
comparison with convenience stores demonstrates. The
scanner data only contain information on promotions that
are captured at the checkout register via a unique universal
product code. As described previously, these include bonus
cigarettes, bonus merchandise, and price discounts. Bonus
cigarette promotions and bonus merchandise promotions are
probably almost completely captured by the scanner data.
However, if a retailer simply lowers cigarette prices because
of participation in an incentive programme, this will not be
captured in the scanner data as a distinct promotion. Finally,
some of the observed increase in percentage of sales that
occur under a promotion may be the result of smokers
seeking better deals in response to price and tax increases.
Not all of the variation is due to cigarette manufacturers
offering more promotions.

Several studies have described the nature and type of
cigarette advertising and promotions in retail stores. This
paper is the first to describe the trend in promoted cigarette
sales. Further research is needed to rigorously disentangle the
individual contributions of the MSA, tobacco control policies,
and intra-industry competition to the observed increase in
promotional sales and to estimate the effect of promotions on
smoking rates among youth and adults.
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